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(j) Statement of the percentage of
the estimated cost of the proposed ac-
quisition that the obligation of funds
represents. In those rare instances in
which the obligation represents 50 per-
cent or more of the proposed estimated
cost of the acquisition, a justification
for that obligation must be included
describing the basis and necessity for
the obligation (e.g., the contractor re-
quires a large initial outlay of funds
for major subcontract awards or an ex-
tensive purchase of materials to meet
an urgent delivery requirement). In
every case, documentation must ensure
that the amount to be obligated is not
in excess of an amount reasonably re-
quired to perform the work.

(k) Period of effectiveness of the pro-
posed letter contract.

(l) Statement of any substantive
matters that need to be resolved.

3516.603–71 Approval for modifica-
tions to letter contracts.

All letter contract modifications
must be approved by the cognizant
HCA responsible for the acquisition.
Requests for authority to issue letter
contract modifications shall be proc-
essed in the same manner as requests
for authority to issue letter contracts
and shall include the following:

(a) Name and address of the con-
tractor.

(b) Description of work and services.
(c) Date original request was ap-

proved and approving official.
(d) Letter contract number and date

issued.
(e) Complete justification as to why

the letter contract cannot be defini-
tized at this time.

(f) Complete justification as to why
the level of funding must be increased.

(g) Complete justification as to why
the period of effectiveness is increased,
if applicable.

(h) If the funding of letter contracts
is to be increased to more than 50 per-
cent of the estimated cost of the acqui-
sition, the information required by
3516.603–70(j) must be included.
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Subpart 3517.2—Options

3517.200 Scope of subpart.

This subpart does not apply to con-
tracts for services involving:

(a) Construction, alteration, or repair
of real property;

(b) Architect-engineer services;
(c) Automatic data processing equip-

ment systems; and
(d) Telecommunication equipment

and services.

However, it does not preclude the use
of options in those contracts.

3517.203 Solicitations.

(g)(2) The use of options for increased
quantities of supplies or services which
exceed 50 percent of the base quantity
specified in the contract for a par-
ticular period shall be approved by the
cognizant HCA prior to issuing the so-
licitation. In the case of supplies, the
50 percent limitation applies only to
contracts which have a base quantity
of more than one.

3517.204 Contracts.

(e) The use of option periods which,
when combined with the base contract
period, results in a total contract pe-
riod of performance exceeding twelve
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